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CHAPTER 3

Doing 
Business in 

Global 
Markets



LEARNING OBJECTIVES
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1. Discuss the importance of the global market and the 
roles of comparative advantage and absolute 
advantage in global trade.

2. Explain the importance of importing and exporting, 
and understand key terms used in global business.

3. Illustrate the strategies used in reaching global 
markets and explain the role of multinational 
corporations.



LEARNING OBJECTIVE
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4. Evaluate the forces that affect trading in global 
markets.

5. Debate the advantages and disadvantages of trade 
protectionism.

6. Discuss the changing landscape of the global 
market and the issue of offshore outsourcing.



WORLD POPULATION 
by CONTINENT
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IMPORTING and EXPORTING
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• Importing -- Buying products 
from another country.

• Exporting -- Selling products 
to another country.

• The U.S. is the largest 
importing and the second 
largest exporting nation in 
the world.



TRADING with OTHER NATIONS
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• Countries with abundant natural resources (like 
Venezuela or Russia) need technological 
resources from other countries (like Japan).

• Global trade allows countries to produce what 
they make best and buy what they need from 
others.

• Free Trade -- The movement of goods and services 
among nations without political or economic barriers.



TRADING with OTHER NATIONS

• No country is self-sufficient.

• Other countries need products that 
prosperous countries produce.

• Natural resources and technological skills 
are not evenly distributed around the world.
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COMPARATIVE and ABSOLUTE 
ADVANTAGE
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• Comparative Advantage -- A country should sell the 
products it produces most efficiently and buy from other 
countries the products it cannot produce as efficiently.

• Absolute Advantage -- A country has a monopoly on 
producing a specific product or is able to produce it 
more efficiently than all other countries.



GOING GLOBAL with a 
SMALL BUSINESS
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• Small businesses 
may be the key in 
global job growth.

• Only 1% of U.S. small 
businesses export, 
yet they account for 
30% of total U.S. 
exports.



HOW to MEASURE GLOBAL TRADE
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• Balance of Trade -- The total value of a nation’s 
exports compared to its imports measured over a 
particular period.

• Trade Surplus (Favorable) -- When the value of a 
country’s exports is more than that of its imports.

• Trade Deficit (Unfavorable) -- When the value of a 
country’s exports is less than that of its imports. 



LARGEST EXPORTING NATIONS 
and TRADE PARTNERS
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Least Amount of commitment, control, risk and profit potential Most

Licensing Exporting Franchising
Contract

 Manufacturing 

International 
joint ventures 
and strategic 

alliances

Foreign 
direct 

investment

KEY STRATEGIES for REACHING 
GLOBAL MARKETS
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LICENSING
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EXPORT ASSISTANCE CENTERS 
and EXPORT TRADING CENTERS
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• EACs provide hands-on exporting assistance and 
trade-finance support for small and medium-sized 
businesses that wish to directly export goods and 
services.

• ETCs help companies engage in indirect 
exporting by:
- Matching buyers and sellers.
- Dealing with foreign customs offices, 

documentation, and conversions.



FRANCHISING
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• Franchising -- A contractual agreement whereby 
someone with a good idea for a business sells others 
the rights to use the name and sell a product/service 
in a given area.

• Franchisors need to be careful to adapt their 
product to the countries they serve. 

• Yum! Brands, home of KFC, Taco Bell and Pizza 
Hut, learned that food preferences differ all 
around the world. 



CONTRACT MANUFACTURING
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JOINT VENTURES
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• Strategic Alliance -- A long-term partnership 
between two or more companies established to help 
each company build competitive market advantages.

STRATEGIC ALLIANCES
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FOREIGN DIRECT INVESTMENT
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• Foreign Direct Investment (FDI) -- The buying of 
permanent property and businesses in foreign nations.

• Foreign Subsidiary -- A company owned in a foreign 
country by another company called the parent company. 
The most common form of FDI.



MULTINATIONAL CORPORATIONS
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• Multinational Corporation -- A company that 
manufactures and markets products in many different 
countries and has multinational stock ownership and 
management.

• Not all large global businesses are multinational.

• Only firms that have manufacturing capacity or 
some other physical presence in different nations 
can truly be multinational.
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CULTURAL DIFFERENCES
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LEGAL and 
REGULATORY FORCES
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ENVIRONMENTAL FORCES
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TRADE PROTECTIONISM
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TARIFFS

3-26

LO 3-5



IMPORT QUOTAS and EMBARGOS
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COMMON MARKETS
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EU MEMBERS
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OUTSOURCING
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